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A N N U A L 


REPORT 


T 0 


STOCKHOLDERS 


To the Stockholders of Sears , Roebuck and Co.: 

Sales for our fiscal year, ending January 29, 1936, were $417,080,465, an increase of 23.2% 
over last year and 44.2% over two years ago. 

After all deductions, our Net Profits from operations were $21,519,218 or $4.45 per share, 
an increase of 42,2% over last year. 

Working capital increased by $18,566,979 during the year. 

Customers' Installment Accounts have increased $10,168,594. These accounts are in excel¬ 
lent condition. The reserve for collection and doubtful accounts is considered to be ample in the 
light of our satisfactory experience for the past ten years, including the period of the depression- 

On January 29, 1933, our total Mortgages Receivable Account was $41,544,132, of which 
$29,465,483 was held by the Metropolitan Life Insurance Company, and there were $3*539*721 
in Repossessed Properties. On January 29, 1936, our Mortgages Receivable Account stood at 
$16,135,634, of which $8,870,977 is held by the Metropolitan Life Insurance Company under 
a repurchase contract, and our Repossessed Properties at $3,760,100—a liquidation of $25,188,119 
in three years. Losses and expense in connection with the liquidation of mortgage loans and 
repossessed properties, amounting to $1,641,505, were charged to the Surplus Account. The 
less desirable properties have been repossessed and a large number of the delinquent mortgages 
have been taken over by the Home Owners Loan Corporation at a substantial discount, and 
the remaining mortgages are the better ones. Repossessed properties are selling freely and 
at prices very little below our book value. 

During the year 1935, the Company sold to the Metropolitan Life Insurance Company 
mortgages amounting to $5,000,000, with the understanding that if there were any losses in 
the collection of these mortgages, our responsibility would be limited to the $500,000 now in 
reserve. As practically all of these mortgages have never defaulted on payment of interest or 
principal, even during the depression, it is anticipated that this particular reserve will not 
be needed for this purpose. 

Our Inventories increased $14,237,079. They are well balanced, and the increase is con- 
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REPORT 


T 0 


STOCKHOLDERS 


sistent with our increased sales volume for the last year and the expected sales volume for 
the ensuing yean Our inventories are figured on a conservative basis of cost or market, whichever 
is lower, and could not be replaced at the present time for what they are now carried. 

In December of 1935, the agreement with the Julius Rosenwald Estate, fully described 
in the annual report to stockholders covering the year 1932, was concluded. As part of this 
transaction, the Estate reconveyed the Chicago plant and properties to the Company at a 
figure of $ 12,ooo,oco. As a special building depreciation of $1,600,000 had been accumulated, 
these properties were added to our Fixed Assets, at a net figure of $10,400,000. 

On August t, 1935, the mortgages on certain of our Retail Stores, amounting to $4,195,000, 
were paid up in advance of maturities, and this amount was added to our Fixed Assets. 

The Feibleman agreement, entered into in 1930 covering the purchase of stores at New 
Orleans and Shreveport, was completed during the year. A reserve of $1,500,000 had been 
set up for the final settlement of this transaction. This reserve was in excess of the amount 
required by $414,696, which amount was credited to our Contingent Reserve. 

Our tax bill for the fiscal year ending January 29, 1936, was $6,535,704, the largest in 
our history except for the war year 1918, and $2,000,000 greater than for the year ending 
January 29, 1935. This does not include sales taxes, excise taxes or processing taxes. 

The Company has continued its policy of liberal depreciation of fixed assets. It is believed 
that the standard rates of depreciation allowed by the Government are insufficient to provide 
properly for our type of business, and consequently, since 1929 our Company has depreciated 
its fixed assets by $8,000,000 more than the Government rate permits for tax purposes. 

All expenses incident to the opening of new stores, or relocated stores, and the major part 
of building alterations in new and existing stores, were absorbed in current operations. 

The progress which our Company has made is due in large measure to the conscientious 
cooperation of our more than 50,000 employes, and I wish to acknowledge my appreciation 
of their loyal support. 


March 23, 1936 
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SEARS, ROEBUCK AND C 0 . . . CONSOLIDATED BALANCE SHEETS 

Excluding Insurance Companies shown as Investments 



ASSETS 





CURRENT ASSETS: 

January 29. 1936 


January 29, 1935 


Cash.... 

Marketable Securities... 

(Market Value £4,639,6 13.41) 

Accounts and Notes Receivable: 

Customers* Installment Accounts (average terms ten 

months)... 

Employes* Accounts Receivable. 

Other Notes and Accounts Receivable . 


$ 33,180,915.76 
511,407.88 
4,568,690.37 

$ 7,683,266.04 
3,675,168.00 

$ 

23,012,322.18 

480,038.56 

3>948,774.3o 

$ 7,790,934.57 

3,592,564.79 

Total........ 

Less -.Reserve for Collection and Doubtful Accoun ts 


38,261,014.01 

4,786,456.07 

33*474,557*94 


27,441,535.04 

3,041,879.87 

24,399.2 55.17 

Inventories (Valued at lower of cost or market): 
Merchandise, raw materials, work in process, and fin¬ 
ished stock at factories 



77,906,711.09 



63,669,631.69 

Total Current Assets. 

MORTGAGES RECEIVABLE. 

Less: Mortgages Sold under Repurchase Contract 


16,135,633.96 

8,870,977.70 

122,739,703,07 


28,701,384.02 

20,024,447.30 

99,452,386.22 

Balance..... 

Reacquired Homes held for resale. 


7,264,656.26 

3,760,099.92 



8,676,936.72 

4,854,396.67 


Total..... 

Less: Reserve for Collection and Unrealized Losses 

STOCK PURCHASE ACCOUNT 

Julius Rosenwald Estate.... 

188,235 Shares of The Company’s Capital Stock at 
$21.25 per Share, subject to call at the same price on 
or before December 31, 1936 


11,024,756.18 
1,908,000.88 

9,116,755*30 

— 

I3.53L333-39 

3,218,843.73 

10,312,489.66 

4,000,000.00 

PURCHASE MONEY MORTGAGE. 



— 



12,000,000.00 

INVESTMENTS AND ADVANCES 

Unconsolidated Insurance Companies 

Hercules Life Insurance Company .(100.00% owned) 

Allstate Insurance Company.( 85.00% owned) 

Allstate Fire Insurance Company..( 87.82% owned) 

$ 1,000,000.00 
870,000.00 

138,744.99 

2,008,744.99 


$ 1,000,000.00 
900,000.00 

1,900,000.00 


Securities of Other Companies. 

7,655,042.81 

3,856,333.90 



7,106,874.88 

5,123,141.36 



Notes, Loans, and Advances to Manufacturers........ 





Total... 

Less: Reserve for Possible Losses . 

DEFERRED CHARGES TO FUTURE OPERATIONS 

Catalogs in Process and Supplies... 

Insurance, Rents and Other Charges.. 

11,511,376.71 

2,072,871.67 

9,438,505,04 

3,487,024.87 

1,237,391.33 

11,447,250.03 

4,724,416.20 

12,230,016.24 

1,291,818.05 

10,938,198.19 

2,684,624.01 

811,229.37 

12,838,198.19 

3,495,853.38 

FIXED ASSETS 







Land.. 

Buildings....... 

Furniture, Fixtures and Equipment.. 

75,961,851.85 

29,322,219.31 

10,749315-97 


60,406,747.73 

28,235,836.49 

8,662,656.46 


Total.... 

Less: Reserve for Depreciation .. 

EQUITY IN PROPERTIES 

Land and Buildings..... 

Less: Mortgages. ..... 

105,284,071.16 

40,726,030.46 

64,558,040.70 

18,260,558.07 

6,297,625.00 

75.307,856.67 

88,642,584.22 

33.552,719*28 

55,089,864.94 

23,001,231.59 

10,788,075.00 

63,752,521.40 

Balance... 

Less: Reserve for Depreciation ... 


11,962,933.07 

2,516,132.07 

9,446,801.00 


12,213,156.59 

2,497,365-20 

9,715,791.39 

PLATES, DRAWINGS, CUTS AND GOODWILL, 

Encyclopaedia Britannica. 

GOODWILL. 



1,240,853.77 
1.00 



1,523,740.05 

1.00 



$; 

234,023,637.04 


$ 

217,090,981.29 
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SEARS, ROEBUCK AND CONSOLIDATED BALANCE SHEETS 

Excluding Insurance Companies shown as Investments 


LIABILITIES AND CA 

CURRENT LIABILITIES: 

Accounts Payable—Trade Creditors. .. 

Due Customers—Refunds and Unfilled Orders. 

Notes Payable....... 

Reserve for Taxes including Federal Income Tax for Current Year. 

Other Accruals..... 

Total Current Liabilities..... 

RESERVES FOR: 

Federal Income Taxes—non-current. $ 

Possible additional assessments on prior years of ^6/5,069.4^, and a provision of 
§750,000.00 applicable to estimated future collections on this year’s installment sales. 

Contractual Obligations.... 

Special Building Depreciation.. 

Contingencies... 

Mortgage Loans..... 

Other Purposes... 


P I T A L 

January 29, *936 

$ 7,045,008.2c 

2.257.532.39 

18,160,000.00 

5,957,537.3S 

3.189.558.39 

36,609,436*37 

1,365,069.48 


1,314,344.46 

500,000.00 

867,737.98 4,047,131.92 


January 20, 1935 

$ 5,180,397.94 
1,716,167.08 
18,877,000.00 
3,778,675.96 
2,336,858.06 

31,889,099.04 


$1,500,000.00 

1,000,000.00 

1,275,000.00 

783,030.14 


4,558,030.14 


CAPITAL STOCK—NO BAR VALUE..... Shares 

Authorized. 5,000,000 

Issued. 4,939»762 

Less: 

Treasury Stock . 9,812 

Stock held by Trustee for Sale Under Employes 9 Stock Purchase Plan . Q7,5°3 

Issued and Outstanding....... 4,832,44 7 


Shares 

5,000,000 

4,939»762 

9,812 

335,235 

120,811,175.00 4,794,715 


119,867,875.00 


EARNED SURPLUS—ANNEXED EXHIBIT 


72,555,893.75 

$234,023,637-04 


60,775,977-11 

$217,090,981.29 


To the Board of Directors 
Sears, Roebuck and Co. 

We have made an examination of the accounts and records of Sears, Roebuck and Co. and subsidiary companies relating to the 
consolidated balance sheet as at January 29, 1936, and reviewed the consolidated..income and surplus accounts for the fiscal year 
ended on that date, but we did not make a detailed audit of all transactions. The company changed its accounting policy this year 
to the extent of providing a reserve for Federal Income Taxes on estimated future collections on this year’s installment sales. The 
Companies’ accounts, subject to the foregoing comment, have been consistently maintained in accordance with accepted accounting 
principles and all information and explanations desired were furnished. 

The consolidated balance sheet, based upon such examination, fairly presents, in our opinion, the financial condition of Sears, Roebuck 
and Co. and subsidiary companies as at January 29, 1936 and the related consolidated income account the results of operations for 
the fiscal year ended on that date. 

R. G. RANKIN AND CO. 
Certified Public Accountants 

Chicago, March 23, 1936 
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SEARS 


ROEBUCK AND CO... INCOME AND SURPLUS ACCOUNTS 

(.Excluding Insurance Companies Not Consolidated) 


CONSOLIDATED INCOME ACCOUNTS 

For the fiscal years ended January 29, 1936 and January 29, 1935 

Fiscal Years Ended 
January 29,1036 January 29,193? 

Gross Sales. $417,080,464.93 $338,603,705.84 

Less: Returns, Allowances, Etc . 32,029,145.55 25,391,001.63 

Net Retail and Mail Order Sales... 385,051,319.38 313,212,704.21 

Sales to Outside Sources by Wholly Owned Subsidiaries. 7,046,400.72 4,847,858.82 

Total.. 392,097,720.10 3 i8,o6o ; 563.o3 

Less: 

Cost of Sales, Advertising, Selling, Administrative and General Expense 356,020,728.36 290,920,596.25 

Profit from Operations, before Repairs, Maintenance and Depreciation. .. 36,076,991.74 27,139,966.78 

Less: 

Repairs and Maintenance . 1,927,065.61 2,141,826.42 

Depreciation .. 6,287,644.02 5,450,056.84 

Total. 8,214,709.63 7,600,883.26 

Profit from Operations... 27,862,282.11 19,539,083.52 

Other Income: 

Dividends. 698,408.19 254,826.42 

Interest on Investments and Advances. 178,5/9.95 310,832,62 

Total.. 876,958,14 565,659,04 

Gross Income. 28,739,240.25 20,104,742.56 

Deductions from Income: 

Interest . 467,457.92 868,721.29 

Special Charges and Reserves ... 800,000.00 800,000.00 

Contribution to Employes’ Savings and Profit Sharing Pension Fund 1,291,513.83 861,682.90 

Federal Income Tax—Current Year, including provision of $750,000.00 
applicable to estimated future collections on this year’s installment 

sales. . 4,661,050.00 2,553,787-50 

Total. 7,220,021.75 5*084,191.69 

Net Profit for the Year. $ 21,519,218.50 $ 15,020,550.87 

Note: The foregoing Consolidated Income Account does not include Undis¬ 
tributed Net Profits of Unconsolidated Insurance Companies of $6,591.88 
for the year ended December 31, 1935, and of $303,523.22 for the year ended 
December 31, 1934. 

CONSOLIDATED EARNED SURPLUS ACCOUNT 

Balance January 29, 1935. $ 60,775,977.11 

Net Profit—Year Ended January 29, 1936.... $ 21,519,218.50 

Deduct: 

Loss and Expense incurred in Liquidation and Collection of 

Mortgage Loans........ .$2,452,348.46 

Less: Amount Charged t( Reserve for Collection and 

Unrealized Losses’* ...... 810,842.85 

1,641,505*61 

Dividends Paid. 8,097,796.25 _ 9,739*301-86 11,779,916.64 

Balance January 29, 1936.. $ 72 , 555 , 893*75 
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ALLSTATE INSURANCE COMPANY... 

ALLSTATE FIRE INSURANCE COMPANY combined statements of assets and liabilities 


ASSETS 


December 31, 1935 December 3!, 1934 


Marketable Securities—stated at market value. 

Premiums in Course of Collection.. 

Mortgage Loans..... 

Other Assets....... 

$ 258,277.50 

1,675*769.41 

238,155.80 

346,614.09 

27*227.70 

$ 142,312.34 

1,169,521.61 

148,387.94 

320,163.86 

21,165.25 


Total....... 

$ 2 , 545 * 944.50 

$1,801,551.00 


LIABILITIES 



Losses in Process of Adjustment.. 

Reserve for Taxes.. 

Reserve for Unearned Premiums.. 

Other Reserves... 

Policyholders' Surplus 

Cash Capital... 

Surplus... 

... $350,000.00 

.... 1,007,905.39 

$ 433,609.02 

53,122.36 

690,036.06 

11,271.67 

L357*905-39 

$ 289,978.20 

30,745.98 

44 2,576.06 

17,224.00 

$350,000.00 

671,026.76 1,021,026.76 


Total. 

$2,545,944.50 

$1,801,551.00 

Note: On 

January 14, 1936, a dividend 0 

f $ 157,500.00 

was 


declared payable on January 24, 1936, out of the foregoing Surplus. 

OFFICERS 

LESSING J. ROSENWALD • Chairman of Board 

CARL L. ODELL • President and Treasurer WALTER E. WEBB * Vice-President 

WILLIAM N. LOWE • Vice-President and Secretary FRANK F. FOWLER • Comptroller 
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HERCULES LIFE INSURANCE COMPANY 


STATEMENT OF ASSETS AND LIABILITIES 


ASSETS 

Cash... 

Marketable Securities—stated at market value. 

Premiums in Course of Collection... 

Mortgage Loans.... 

Other Assets.. 

National Life Fund—contra. 

Total. .... 


LIABILITIES 

Legal Reserve required by law under Insurance Contracts 

Premiums Paid in Advance.. 

Reserve for Taxes. 

Ocher Reserves... 

Agency Expenses due National Life Fund. 

National Life Fund—contra... 

Capital Stock... 

Surplus... 

Total...... 


Note: The Hercules Life Insurance Company on February 8, 1934, entered 
into a reinsurance agreement with the Receiver for the National Life Insurance 
Company of the United States of America. 

The assets of the National Life Fund shown above are held and administered 
solely for the benefit of the former National Life Policyholders, who have no 
claim on any other assets of the Hercules Life Insurance Company. 

OFFICERS 

LESSING J. ROSENWALD * Chairman of Board 
CARL L. ODELL • President and Treasurer WALTER E. WEBB * Vice-President 

WILLIAM N. LOWE * Vice-President and Secretary FRANK F. FOWLER • Comptroller 

E. R. CARTER • Actuary 


$ 56,505.00 

3,282.19 
2,320.26 
25,594.03 
2,129.78 
29,086,741.70 
500,000.00 
508,040.15 
$30,184*613.11 


$ 10,296.26 

550.27 

2,173.62 

11,621.86 

26,954,486.91 

500,000.00 

516,694.84 

$27,995,823.76 
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Ih g Old Styles and Old Prices shown above are from Sears Catalogs of years ago 

The New Styles and Low Prices are from the 1936 Sears Catalog 
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Our present nation-wide system of retail stores 
and mail order establishments is a tribute to the 
genius of the early leaders of the company, 
Richard W. Sears and Julius Rosenwald. 

Sears Golden Jubilee is being observed through¬ 
out 1936. As a customer you will want to par¬ 
ticipate in the broad merchandising program 
developed for our 50th birthday. As a stock¬ 
holder you will appreciate the benefits which 
can accrue from a successful Jubilee. 
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